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OATH OR AFFIRMATION

!
:
L James Gus Xilas . wu.r (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting uhedulc? pertaining t the firm of

IGS)iSecurities, Inc. .
4 ) 00 . are true and comeet. 1 funber swear (or sffirm) that

of __ December 31,

aeitker umog:my nor any partner, propristor, principal officer or director has any proprictary interet in any accouat
classified 1olaly a3 that of 8 cusiomer, except as follows:

”I

i

COMMONWEALTHOF PENNSYLVANIA
Notarial Seal
Nichole Sturgis, Notary Public
City Of Pipst?urgh‘. Allegheny County
This repont ** containa (check ll applicsbic boxes): My Commission Expires Oct 26, 2009
B (s) Facing Page. ] Member, Pennsylvanla Assoclation of Notaries
B () Swtement of Financial Condition.
B (c) Stutement of Income (Loss). . :
B (d) Smtement of Changes in Financial Coadition.
E (e) Statemtent of Changes in Stockhalders’ Equity or Parters' or Sole Proprietors Capital.
B

Py
Y g

(f) Stetemicnt of Changes in Lisbilities Subordinated t Claims of Creditons. :
(g) Compitation of Net Capital. . ‘
GI ) Compgilmion for Determination of Reserve Requirements Pursuant to Rule 13¢3-3.
O (i) Informstion Relating to the Possession or Coatrol Requirements Under Role 15¢3-2.
(3 () AReconciliation, including appropriste explanstion of the Computstion of Net Capite] Under Rule 15¢3-3 snd the
Comptitation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O () A Reconciliation between the sudited and ansudited Statements of Financlsl Condition with respect to methods of

consolidation.
@ () AsOsth or Affirmation.
O (m) A copy,of the STPC Supplemental Report. ' :
I (n) A repartdescribing sny material inadequacies found 10 exist or found to have existed since the date of the previous audit.

*For conditions of confidential treatment of certain portions of this filing, sse section 240.1Ta-5(e)(3).
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IGS Securities Inc.
F/K/A Salix Capital Securities Corp.

Report on Internal Control

For the Year Ended December 31, 2006

BERKOVITS, LAGO & COMPANY, LLP
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CE?TIFIED PUBLIC ACCOQUNTANTS AND CONSULTANTS

Report on Internal Control Required by SEC Ride;fans, B

H
fl, Claiming an Exemption from SEC 15¢3-3 NGE Conmisston

h RECEIVED
December 3}|_, 2006 APR 0 2 2007

Ms. Lisa Ov\'réns

IGS Secumlies Inc.

F/K/A SallxiSecurltles Corporation
Fort Lauderdale Flonda

In plannmgl’and performing our audit of the financial statements and supplemental
schedules ofjIGS Securities, Inc., F/K/A Salix Securities Corporation for the year ended
December 3}1 2006, we con51dered its internal control, including control activities for
safeguar dmg'[secumles in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on

internal contfol.
|

Also, as rCC]ltlier by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC},
we have made a study of the practices and procedures followed by the Company
including tests of such practices and procedures that we considered relevant to the
objectives sténed in rule 17a-5(g) in making the periodic computanons of aggregate
mdebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
delermmmglcomphance with the exceptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions
relating to cuslomer securities, we did not review the practices and procedures followed

by the Company in any of the following:

DIVISION gF MARKET REGULATION

1. Makmg quarterly securities examinations, counts, verifications and
cc:mpansons

2. Recordanon of differences required by rule 17a-13

3. C|omplymg with the requirements for prompt payment for securities under
Slecuon 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required lo
assess the e!lxpected benefits and rtelated costs of controls and of the practices and
procedures réferred 1o in the preceding paragraph and to assess whether those practices
I . . o

and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide
marnagementj with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or

ﬁ{ 8211 WEST BROWARD BOULEVARD « SUITE 340 « FORT LAUDERDALE, FLORIDA 33324
(EIROWARD) (954) 475-3199 » (BOD) 689-3521 » FAX (854) 472-2308 (DADE) (305) 244-9326 + FAX (305) 402-3103
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disposition and that transactions are executed in accordance with management’s
authorization|and recorded properly to permit the preparation of financial statements in
conformity vl‘nth generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives ofl\the practices and procedures listed in the preceding paragraph.

Because of 1rl1heren1 limitations in internal contro] or the practices and procedures referred
to above, error or fraud may occur and not be detected. Also, projection of any evaluation
of them to future periods is subject (o the risk that they may become inadequate because
of changes in conditions or that the effectiveness of their design and operation may
deteriorate. IA}

1
Our con51der|at10n of internal control would not necessarily disclose all matters in internal
control that m1 ight be material weaknesses under standards established by the American
Institute of Cleruﬁed Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control components does not reduce to a
relatively Iov;f level the risk that error or fraud in amounts that would be material in
relation 1o thc financial statements being audited may occur and not be detected within a
timely penod by employees in the normal course of performing their assigned functions.

|
However, we noted no matters involving internal control, including control activities for
safeguardingw_s:ecurities, which we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second p'gragraph of this report are considered by the SEC 10 be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practlces and procedures that do not accomplish such obJecuves in all material
respects mdlcnatc a material inadequacy for such purposes. Based on this undersianding
and on our study, we believe that the Company’s practices and procedures were adequate
at December 3] 2006 10 meet the SEC’s objectives.
q-

This report 1sII intended solely for the information and use of the Board of Directors,
management,jthe SEC and other regulatory agencies that rely on rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
is not intended to be and should not be used by anyone other than these specified parties.
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Cl—.RTIFIED PuBLIC ACCOUNTANTS AND CONSULTANTS
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'l INDEPENDENT AUDITORS’ REPORT
| _

I

To the Board éf Directors
IGS Securilies:
Ft. Lauderdale, Flonda

We have audliled the accompanying statement of financial Condmon of 1GS Securities Inc.
{formerly knovjvn as Salix Capital Securities Corp.) as of December 31, 2006, and the related
statements of operatlons and stockholder’s equity, and cash flows for the;year then ended that you
are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934, These financial
statements arerthe responsibility of the Company’s management. Our respons:b:hw is 10 express
an opinion on the financial statements based on our audit, !

We conductedfour audit in accordance with auditing standards generally accepted in the United
States of Amtenca Those standards require that we plan and perform the audit to obtain
reasonable asslirance about whether the financial statements are free of material misstatement. An
audit mcludes!exammmg, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant esl!}nates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our oplmon‘ the financial statements referred to above present fairly, in all material respecis,
the financial posmon of IGS Securities Inc. as of December 31, 2006, and the results of its
operations and|its cash flows for the year then ended in confonmr} with accounting principles
generally accei')ted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements laken as a whole. The information contained in the supplementary information
1s presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by rule 17a-5 under the
Securities Ex"c[:hange Act of 1934, Such information has been subjected to the auditing
procedures afa”plied in the audit of the basic financial statements and, in our opinion, is
fairly stated 1ﬁ all material respects in relation to the basic financial statements taken as a

whole. il

Fort Lauderda;ge Flonda
March 14, 2007
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o 1GS SECURITIES, INC. F/K/A
SALIX CAPITAL SECURITIES CORP.

STATEMENT OF FINANCIAL CONDITION

” ' December 31,

2006

ASSETS |

Cash $ 10,369

Deposits with :ﬁlearing organizations 1,284

Prepaid expenses ‘ 704
Total assets $ 12,357
LIABILITIES j&ND STOCKHOLDER’S EQUITY

Accounts payable $ 1,213

Qther current liabilities 1,804

Due to related }'Jarty ‘ 484
Total lLabilities | 3,501
STOCKHOLDER’S EQUITY: : !

Common stock $0.01 par value, 2,000 shares authorized and 1ssued at

December 31' 2006. ‘ 20

Additional paid in capital | 60,750

Accumulated defcu 7 (51,914)

Total stockholder s equity - 8,856
Total liabilities and stockholder’s equity : $ 12,357

The accompanying notes are an integral part of the financial statements,

S ————— et e £ mnemacar

BERKOVITS, LAC—}é & COMPAINY, LLP




' IGS SECURITIES, INC. F/K/A
' SALIX CAPITAL SECURITIES CORP.

STATEMENT OF OPERATIONS '
[ |

|

|

For the Year

Ended
’ December 31,
‘ | ' 2006
) " Revenues: !
L Commissions ! $ 2,284
;. Total revenues | 2.284
e
' Operating expenses:
Operating expenses net | 31,987
Total operating expenses ! 31,987
Loss from operations : (29,703)
Other income: |
Interest income : ' 162
Net loss ' $(29.541)

BERKOVITS, LAGC & COMPANY, LLP
I




IGS SECURITIES, INC. F/K/A
SALIX CAPITAL SECURITIES CORP.

|
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

,*

i
il
1

Balance as of December 3 1, 2005

!
!
’ .

Return of capital

I
Invested capital Ii
Net loss !xi

|

Balance as of December i‘i], 2006

I

Common Additional. Total
Shares Common Paid-in Accumulated Stockholder’s
Qutstanding Stock Capital Deficit Equity
2,000 $ 20 $ 35,775 $ (22,174 $ 13.621
- — (7,977) - (7,977)
32,753 32,753
- - - (29,541) (29,541)
2,000 $ 20 $ 60,551 $(51.715) $ 8,856

The accompanying notes are an mtegral part of the financial statements.
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IGS SECURITIES, INC F/K/A
SALIX CAPITAL SECURITIES CORP.

STATEMENT OF CASH FLOWS

Cash flows from operating activities:

.. Net loss

Adjustments required to reconcile net income to net cash used in

operating activitie

S

Changes in assets and liabilities:

Decrease in depo&its

Increase in prepaid

€Xpenses

Increase in accounts payable

Increase in other current liabilities

Net cash used in operating activities

Cash flows from financing activities:

Return of capital

Invested capital

Loans from related parties

Net cash provided by financing activities

Increase 1n cash and

cash equivalents

Cash at beginning of year

Cash at end of year

The accompanying notes are an integral part of the financtal statements.

BERKOVITS, LAGO & COMPANY, LLP

For the Year
Ended
December 31,

2006

$(29,541)

5,420
(704)
807

1,804

(22.214)

(7.977)
32,753
484

25,260

3,046
7,323

$ 10,369




| _ 1GS SECURITIES, INC. F/K/A
SALIX CAPITAL SECURITIES CORP.

* NOTES TO FINANCIAL STATEMENTS

NOTE 1 - BUSINESS
Description of Business

IGS Securities Inc, formerly known as Salix Capital Securities Corporation, a Florida
corporation (tu}‘le “Company”), was formed on April 2003 and was granted its membership
as a broker-dealer with the National Association of Securities Dealers (“NASD”) mn April

2004 !i

|
On I\‘ovembe[rll 13, 2006, the name of the Company was formerly changed to IGS
Securities in c[:pnjunction with the Company’s admittance into membership with the
NASD. f

i
In connection[uilh its activities as a broker-dealer, the Company intends to hold no funds
or securities for customers, and does not intend to execute or clear customer transactions.
Accordingly, Wis exempt from the provisions of SEC Rule 15¢3-3 relatmg 1o the physical
possession or{control of such funds or securities.

Acquisition

On February 26, 2005 and amended on September 9, 2005, the Company entered into an
agreement o Be acquired by Ocean Equity Holdings, Inc. (the “Buyer”) The closing on
the sale was completed with the acceptance by the NASD as dlscussed above on
November 1342006,

[n connection w ith the transaction the Company entered nto a placemem agent agreement
and an office shanng agreement with IGS Capital Management Corporation (“IGS™) a
wholly wned]submdlary of the “Buyer”. Under this agreement, 1GS is to provide certain
facilities so tha{t the Company can set up an office for supervisor Junsdlctlon Under such
agreements the Company has received expense reimbursements durlng the year ended
December 31, (2006 from 1GS amounting to $123,662.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash Equivalents

'

The Company fonsiders all highly liquid debt instruments with original maturities of
three months or less to be cash equivalents. There were no cash equi\:fa]ems at December

31, 2006.

BERKOVITS, LAGC§ & COMPANY, LLP




' 1GS SECURITIES, INC. F/K/A
i SALIX CAPITAL SECURITIES CORP.

i NOTES TO FINANCIAL STATEMENTS
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition

'

The Company generates revenue from services rendered with security transactions.
Revenue is re!corded on a settlement date basis. Commissions and related clearing
expenses are Yecorded on a trade-date basis as the securities transactions oceur.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles reqllxires management 1o make estimates and assumptions|that affect certain
reported amounts and disclosures. Accordingly, actual results could!differ from those

estimates.

Income Taxes

The CompanyI elected S Corporation status for income tax purposesion April 28, 2003. In
connection w nh the acquisition as described in note 1, the Company s S election was
terminated and thus the Company is not permitied 1o pass through income and expenses
to the mdmdual shareholders. Also effective with this date the Company became part of
the Consohdated Tax return of Ocean Equity Holdings, Inc, 1ts parem company; as such,
the Company( hecounts for deferred income taxes using the liability method pursuant to
Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes."
Under this method, deferred tax assets and liabilities are determined based on differences
between the ﬁlnanCIal reporting and income tax bases of assets and llabllmes
Measurement|of deferred income tax is based on enacted tax rates and laws that will be in
effect when tlr}ie differences are expected to reverse, with the measurfemcnl of deferred
income tax assets being reduced by available tax benefits not expected to be realized.

Effects of Recent Accounting Pronouncements

The Company,does not believe that any of the recent accounting pronouncements that
have been issued will have any matertal impact on the Company’s financial statements.

a
BERKOVITS, LAGO & COMPANY, LLP




i IGS SECURITIES, INC. F/K/A
-i SALIX CAPITAL SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS

NOTE 3- NET CAPITAL REQUIREMENTS

The Companyjis subject to the Securities and Exchange Comm15510n Uniform Net
Capital Rule (Ru]e 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to l‘ At December 31, 2006, the Company had a ratio of 39.53% to 1 and net
capital of $8, 856 which was $3,356 over its required net capital of $5,000.

NOTE 4 - FAIR VALUE OF FINANCIAL STATEMENTS

The carrying \nfalue of cash, accounts receivable and accounts payable approximates fair
value becauseof their short term maturities. |

NOTE 5 - INCOME TAXES
i
The Companyys Parent, Ocean Equity Holdings Inc. will file a consohdated tax return

with the Company and has incurred considerable losses since its mcephon These
operating losses can be used to offset the Company’s tax lLability, if any, and can be
carried forward to offset future operating income. Such loss carryforwards will begin to
expire in 2018'

The Company has a deferred tax asset of approximately $600 resullmg from the current
net loss since the acquisition as discussed in Note 1. A full valuation allowance has been
recorded to offset the deferred tax asset as a result of management's uncertainty as to the
realization of Such asset. Accordingly, no income tax benefit has beeh recorded in the
accompanyingl~ statements of operations as a result of the increase in the Company's
valuation alloiﬁfance, which 1s equal to the deferred tax asset. There are no significant

temporary differences.
NOTE 6 - CONCENTRATIONS

Credit Risk

The Company;maintains two bank accounts. The account balances are insured by the
Federal Depos:t Corporation (FDIC) up to $100,000. Accounts held at brokerage firms
are insured by} the Securities Investor Protection Corporation (SIPC) up to $500,000. At
December 31 ;2006 the company had no amounts in excess of the FDIC and SIPC Limits.

{
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1 IGS SECURITIES, INC. F/K/A
: ; " SALIX CAPITAL SECURITIES CORP.
|

m NOTES TO FINANCIAL STATEMENTS

Significant Gustomers

The Company eamns all of its revenues from transactions on securities owned by a related
party and the'“sole stockholder.

l
NOTE 7- RESERVE REQUIREMENT FOR BROKER AND DEALERS IN
SECURITIES

The Company is exempt from provisions of rule 15¢3-3 under the Securities Exchange
Act of 1934 ahs an introducing broker-dealer clearing customer transaction through
another brokér-dealer on a fully disclosed basis. The Company does not maintain physical
custody of sef’éunnes Because of such exemption the Company is not required to prepare

a determination of reserve requirement for brokers and dealers in securities.

NOTE 8- RIIELATED PARTY TRANSACTIONS ,

The Company eamns all of its revenues from transactions on securities owned by a related
party and the]sole stockholder. As disclosed in Note ] the Company received $123,602 as
expense Ielmbursemems from IGS Capital Management Corporanon a wholly owned
subsidiary ofithe Company’s parent.

NOTE 9- C(RMMITMENTS ‘
The Compan’y entered into an employment agreement with its financial and operations
Principle. THe terms of the contract is for a period of one year ending on August 31, 2007

at $12.000 pt;er annum.

ﬂ BERKOMVITS, LAGO! & COMPANY, LLP
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i IGS SECURITIES, INC. F/K/A
. SALIX CAPITAL SECURITIES CORP.
RECONCILIATION OF NET CAPITAL UNDER RULE 15¢3-1
AND TH E|COMPUTATION OF NET CAPITAL UNDER EXHIBIT A OF RULE
lSc3 3 OF THE SECURITIES AND EXCHANGE COMMISSION

|

As of December 31, 2006 ;

J ' )

Net Capital:
Total stockholder’s equity $ 8.856

Deductions and/or charges:
Hi
Nou-allow;ab]e assets : -

Allowable subordinated loans : -

Net capital m _ . 8,856
Required mi}ﬁlimum capital ' 5,000
Excess net capital $ 3,356

Aggregate illldebtedness:
Aggregale indebiedness as included in the Statement of
Financial Condition . $ 3,501

Ratio of agglll:tegate indebtedness to net capital 39.53%

Statement regarding consistency

No material ldlfferencf:s exist in the computation of Net Capital under Rule 15¢3-1 and
the compula'non for determination of the reserve requirements under Exhibit A of Rule
15C3-3 1n [hls audit report, with the Broker/Dealers corresponding Unaudited December
31, 2006 Parlr IT A filing.

g
l

BERKOVITS, LAGD S COMPANY, LLP




i IGS SECURITIES, INC. F/K/A
|i| ' SALIX CAPITAL SECURITIES CORP.
SUPPLEMENTAL INFORMATION PURSUANT TO RULE 17a-5
OF THE SECURITIES ACT OF 1934 |

|
IGS Securitigs, Inc. is claiming exemption under the provisions of SEC rule 15¢3-

3(K)(2)(). Therefore the following reports are not presented |

1. Computation for Determination of Reserve Requirement under Rule 15¢3-3.
]

2. lnfor’rination relating to the possession of Control Requirements under Rule 15¢3-3.

I
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